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Date: March 25, 2004 
To: O. Paul Shew, City Manager 
From: Jonathan Peters, Chair 
Re: City of Rye Sales Tax 
 
The City Council charged the Finance Committee with investigating the cost-benefits of implementing a 
City of Rye sales tax and opting out of the current sales tax sharing arrangement with Westchester 
County. It is the opinion of the Finance Committee that at this time the City continues to participate in the 
Countywide sharing arrangement and forego implementing a City sales tax until factors affecting this 
decision change. Our decision is based on the following: 
 
• The New York State Department of Taxation and Finance does not maintain records of sales taxes 

collected in communities that do not have their own sales tax (such as Rye City). As such, they cannot 
provide the data needed to compare the current amounts received from the County with what is 
actually collected within the City of Rye. 

• There is no easy and inexpensive way to obtain reasonable estimates of sales taxes collected within 
the City of Rye. Businesses report their sales and taxes collected as “Westchester County”, unless 
they are in one of the cities that have their own sales taxes. Sales tax information is privileged, and 
NYS Taxation and Finance will only release such information to the CFO of a city that has its own 
sales tax. Businesses are unlikely to volunteer sales information. Even if an estimate could be arrived 
at concerning local retailers, sales taxes on certain large ticket items such as cars and boats are 
remitted to the credit of the purchasers’ place of residence, not the point of purchase, and it would be 
difficult to estimate sales tax collected on mail order or Internet sales. As a very recent example, the 
City of Saratoga Springs engaged KPMG to perform a study at the cost of $25,000. The study 
concluded that opting out of their county sharing arrangement could have a fluctuation of minus 
$184,550 to a positive $161,738 on the approximate $8 million remitted the previous year to the city 
by Saratoga County. Saratoga Springs decided to opt out of their sharing arrangement, and after the 
first full year their sales tax collections are approximately $7 million, $1 million less than the prior 
year and obviously well below KPMG’s “worst case”. 

• If the City of Rye decided to opt out and later decided it would be better to return to a sharing 
arrangement with Westchester County, the County (and others who remained in the sharing 
arrangement) may not want the City to come back into the sharing arrangement. Such was the case 
with Saratoga Springs, as evidenced by several articles in the local Saratoga area papers and per 
conversations with representatives from NYS Taxation and Finance. 

• There was general agreement among Finance Committee members that the sales taxes generated 
within the City of Rye would most likely be less than the amount the City receives in the County 
sharing arrangement. For instance, there are several shopping centers with major retailers in other 
communities, while our local sales are limited to mostly our downtown business district and some 
other retailers. 

 
- City of Rye Finance Committee 


